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Can you think of a single thing a politician or central banker has contributed to the welfare of the 
world? 

Two Comedy Acts 



Today, we're going to tell you why America's middle class is getting poorer. Or put another way, we're 
going to show you how capitalism dies. 

Two comedy acts appeared last week: President Obama's State of the Union address and Mario 
Draghi's QE announcement. 

Mr. Obama claimed credit for a "recovery" that has left the typical American poorer than he was 
before. And not only is he poorer, but also he is more dependent on the very people who engineered the 
phony recovery. (See below.) 

Mr. Draghi followed up with a series of one-liners, the gist of which was that he now proposes to save 
Europe from the specter of inadequate inflation. 

ECB to the Rescue 

Who could take Draghi seriously? After all, what's wrong with stable prices? Nothing at all! The 19th 
century had fairly stable prices. . . as well as the fastest GDP and wage growth in human history. 
Serious consumer price inflation didn't begin in the US until the 1970s, when America's new flexible, 
adaptable, expandable, super-duper fiat money came into service. 

Since then, the cost of living in the US is up roughly 600%. And the rate of economic growth has 
fallen. Mr. Draghi did not mention these facts when he announced his euro-debasement program. But it 
hardly mattered. The real purpose of euro-zone QE is the same as the real purpose of the US version - 
to prevent the cronies from getting what they deserve. 



They own hundreds of billions of euro worth of European sovereign bonds - now trading at the highest 
prices and lowest yields in recorded history. Many were bought with negative yields. And now, with 
aging populations, rising debt levels, gummed-up regulations, rising living costs, rising taxes and 
falling revenues, there is almost no way these bonds can be worth what speculators paid for them. 

How are the insiders going to get their money back? The ECB to the rescue! It promises to transfer 
$1.3 trillion to the financial elite over the next 21 months - buying sovereign bonds and other slippery 
obligations at the rate of €60 billion ($67 billion) every month. Not that we are complaining; we've got 
a sense of humor! 

Besides, we're card-carrying members of the 1%. . . and happy to get a share of the loot. If only we had 
bought those Italian sovereign bonds! So, there you have it. . . 

In the New World, the commander-in-chief claims credit for something he didn't do. In the Old World, 
the central-banker-in-chief claims to be doing something not worth doing. Neither is doing what he 
should do. 
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Germany's 2 year note now sport a yield to maturity of minus 0.143%. All over the developed world, 
more than $ 4 trillion in sovereign debt are now trading at negative yields. This is no longer just return- 
free risk, it is at the next stage where you have to pay for the risk to lend money to governments that in 
a sober assessment cannot be called anything but effectively insolvent - click to enlarge. 



America's Disappearing Wealth Creators 

We chuckle . . . and move on. We were supposed to tell you about how it was possible for the average 
American to get poorer at a time that should have been the most productive and prosperous ever. We 
won't disappoint you. 

Who makes people better off? President Obama? Mario Draghi? Can you think of a single thing a 
politician or central banker has contributed to the welfare of the world? We can't. 



Did they invent hamburgers? Did they pave roads? Did they produce wheat or lay bricks? We're 
exaggerating to make our point. They are, no doubt, amusing at dinner parties. And they pet their dogs. 

But sticking to the material world, the world of getting and spending, has a president or central banker 
ever put in a decent day's work or added a single centime or farthing to the nation's GDP? Not that we 
know of. Then who has? 

If we had to put a title on this little discussion, we might call it: "America's Disappearing Wealth 
Creators." Or if we wanted to be more lurid: "How the Zombies Ate America's Entrepreneurs." 

Last week, we reported on how more and more people depend on the US federal government for their 
daily bread. Here's the chart from American Enterprise Institute's Nicholas Eberstadt: 
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Dependence on government - the one true growth industry left 

As the number of zombies increases, it leaves fewer people creating real jobs, building real 
businesses and paying real taxes. 

In short the people who create wealth are vanishing. 

Jim Clifton, the chairman of Gallup, reports that, for the first time ever, there are more US businesses 



closing than starting up: 

'There continues to be a direct link between market cap (which measures the total value of 
all outstanding shares) and performance. The US now ranks not first, not second, not third, 
but 12th among developed nations in terms of business startup activity. Countries such as 
Hungary, Denmark, Finland, New Zealand, Sweden, Israel and Italy all have higher startup 
rates than America does. 



We are behind in starting new firms per capita, and this is our single most serious economic 
problem. Yet it seems like a secret. You never see it mentioned in the media, nor hear from 
a politician that, for the first time in 35 years, American business deaths now outnumber 
business births. 



The US Census Bureau reports that the total number of new business startups and business 
closures per year - the birth and death rates of American companies - has crossed for the 
first time since the measurement began. 

I am referring to employer businesses, those with one or more employees, the real engines 
of economic growth. Four hundred thousand new businesses are being born annually 
nationwide, while 470,000 per year are dying." 



Business Closings Hold Steady While Business Startups Decline 
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US business start-up and closings - an ominous crossover. 

In the early 1970s, there were about 200,000 new US businesses created each year (net of closures). 
Now, the number is negative. Why are Americans getting poorer? 

Look no further. No new businesses (net). No new jobs (again net). No new wealth. Under Obama 
and Draghi, crony capitalism flourishes. Real capitalism dies. 



Dow Plunges 360 Points, Erases All Post-QE 
Gains 

by ZERO HEDGE | JANUARY 27, 2015 

The Nasdaq is today's biggest loser, down over 2.2% 



The Dow is now down 360 points on the day - its biggest point drop in 19 months. Perhaps more 
notable is that since the End of QE3, The Dow is now down 0.4% - but the fundamentals we hear 
you cry. . . The Nasdaq is today's biggest loser, down over 2.2% 

Dow now red post-QE 




End Of QE3 
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As Nasdaq leads the plunge today 




How Bureaucracy And Big Government Ruined 
American Health Care 

by A. BARTON HINKLE | REASON.COM | JANUARY 27, 2015 




Factors include pharmaceutical industry consolidation. Among the many maddening things about the 
American health care market, few are so exasperating as its baroque and opaque pricing. The typical 
hospital bill makes the untranslatable Voynich manuscript seem like a child's grade-school reader by 
comparison. 

Such complexity is partly owing to a simple fact: Much of the market is managed by huge, bureaucratic 
organizations that employ thousands of people to do nothing all day but grind through minutiae. This 
leads to things like the ICD-10, a diagnostic coding system that governs the classification and reporting 
of diseases and injuries. 

With 16,000 different codes, the ICD-10 gets rather specific. Was the patient struck by a turtle? Enter 
code W5922XA. Was she struck by a sea lion? That's a separate code— W5612XA. Code S30867A 
covers nonvenemous insect bites to the anus. There's one code for assault with a hockey stick, another 
for assault with a baseball bat. And then there is V91.07XA, for patients who have been burned by 
flaming water skis. (Burned by flaming water skis a second time? That's V91.06XD.) 

American health care providers must update from ICD-9 to ICD-10 this year. It says so right in the 
Federal Register, under a rule titled "Administrative Simplification." 

Drug pricing represents another area that seems to have been designed by a circus clown on quaaludes. 
Most products drop in price over time as new and better ones come on the market. Not so for some 
drugs. Take Avonex, a prescription drug for multiple sclerosis. According to a piece in Bloomberg 
Businessweek, prescriptions for Avonex have been declining — while its price has more than doubled. 
The price for Gleevex, a drug used to treat leukemia, has risen from about $118 per pill seven years ago 
to more than $300 now. 

Indeed, prices for numerous drugs have shot up in recent years by twofold, fourfold and even more. 
And that doesn't even count new wonder drugs such as Sovaldi, the life-saving hepatitis drug that costs 
$84,000 for a 12-week course, or Kalydeco, a treatment for cystic fibrosis that costs more than 
$300,000 per year. 

There are various explanations for such eye-popping charges. Pharmaceutical companies spend billions 
of dollars a year on research, and they need to recoup that money. If they don't, then the stream of new 
wonder drugs eventually will dry up. But R&D is not the sole explanation, especially regarding those 
drugs whose prices suddenly jump after they've been on the market for years. 

Other factors include pharmaceutical industry consolidation, which leads to larger companies with 
more bargaining clout, and a federal law, much in need of repeal, that prevents one of the largest 
market participants — Medicare — from haggling. Confronted with a useful drug that carries an 
outlandish price, Medicare has two choices: take it or leave it. 

Then there's the patent-and-exclusivity system, which allows drug companies to recoup the costs of 
developing a drug by granting them exclusive sales rights for only a limited time. The exclusivity 
period for orphan drugs — those created to address rare conditions — lasts only 7 years, for example. 

Read more 
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